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11 Daily Cong. Rec. 9114, Senate, June 8, 
1959; Record of Hearings before a Joint Sub-
committee of the Committee on Education 
and Labor, House of Representatives, 86th 
Congress, 1st Session, on H.R. 3540, H.R. 3302, 
H.R. 4473 and H.R. 4474, p. 1607.

insured only some particular officer of 
the organization who does not legally 
represent it in similar formal instru-
ments.

QUALIFIED AGENTS, BROKERS, AND SUR-
ETY COMPANIES FOR THE PLACING OF 
BONDS

§ 453.20 Corporate sureties holding 
grants of authority from the Sec-
retary of the Treasury. 

The provisions of section 502(a) re-
quire that any surety company with 
which a bond is placed pursuant to that 
section must be a corporate surety 
which holds a grant of authority from 
the Secretary of the Treasury under 
the Act of July 30, 1947 (6 U.S.C. 6–13), 
as an acceptable surety on Federal 
bonds. That Act provides, among other 
things, that in order for a surety com-
pany to be eligible for such grant of au-
thority, it must be incorporated under 
the laws of the United States or of any 
State and the Secretary of the Treas-
ury shall be satisfied of certain facts 
relating to its authority and capital-
ization. Such grants of authority are 
evidenced by Certificates of Authority 
which are issued by the Secretary of 
the Treasury and which expire on the 
June 30 following the date of their 
issuance. A list of the companies hold-
ing such Certificates of Authority is 
published annually in the FEDERAL 
REGISTER, usually in July. Changes in 
the list, occurring between July 1 and 
June 30, either by addition to or re-
moval from the list of companies, are 
also published in the FEDERAL REG-
ISTER following each such change. 

[28 FR 14394, Dec. 27, 1963, as amended at 50 
FR 31311, Aug. 1, 1985]

§ 453.21 Interests held in agents, bro-
kers, and surety companies. 

(a) Section 502(a) of the Act prohibits 
the placing of bonds required therein 
through any agent or broker or with 
any surety company in which any labor 
organization or any officer, agent, shop 
steward, or other representative of a 
labor organization has any direct or in-
direct interest. The purpose of this pro-
vision, as shown by its legislative his-
tory, is to insure against the existence 
of any ‘‘financial or other influential’’ 
interests which would affect the objec-

tivity of the action of agents, brokers, 
or surety companies in bonding the 
personnel specified in the section. 11 It 
appears, therefore, that it was the in-
tent of Congress to prevent the placing 
of bonds through agents or brokers, 
and with surety companies, in which 
any labor organization or any officer, 
agent, shop steward, or other rep-
resentative of a labor organization 
holds more than a nominal interest.

(b) Since the statute provides that ei-
ther a direct or indirect interest by a 
labor organization or by the specified 
persons may disqualify an agent, 
broker, or surety company from having 
a bond placed through or with it, the 
disqualification would be effective if a 
labor organization or any of the speci-
fied persons are in a position to influ-
ence or control the activities or oper-
ations of such brokers, agents, or sur-
ety companies, by virtue of interests 
held either directly by them or by rel-
atives or third parties which they own 
or control. The question of whether the 
relationship between the labor organi-
zation or the specified persons on the 
one hand, and another party or parties 
holding an interest in a broker, agent, 
or surety company on the other hand, 
is so close as to put the former in a po-
sition to influence or control the ac-
tivities or operations of such broker, 
agent, or surety company through the 
latter, presents a question of fact 
which must necessarily be determined 
in each case in the light of all the per-
tinent circumstances. 

(c) It is also to be noted that the 
statute does not appear to restrict the 
disqualification to cases in which a di-
rect or indirect interest is held by a 
labor organization as a whole, or by a 
substantial number of officers, agents, 
shop stewards, or other representatives 
of a labor organization, but provides 
for the disqualification also in cases 
where any one officer, agent, shop 
steward, or other representative of a
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12 See § 453.6(b).

labor organization holds such an inter-
est. 

[28 FR 14394, Dec. 27, 1963, as amended at 63 
FR 33780, June 19, 1998]

MISCELLANEOUS PROVISIONS

§ 453.22 Prohibition of certain activi-
ties by unbonded persons. 

(a) Section 502(a) provides that per-
sons who are not covered by bonds as 
required by that section shall not be 
permitted to receive, handle, disburse, 
or otherwise exercise custody or con-
trol of the funds or other property of a 
labor organization or of a trust in 
which a labor organization is inter-
ested. This prohibits personnel who are 
required to be bonded, as explained in 
§ 453.8 from performing any of these 
acts without being covered by the re-
quired bonds. In addition, this provi-
sion makes it unlawful for any person 
with power to do so to delegate or as-
sign the duties of receiving, handling, 
disbursing, or otherwise exercising cus-
tody or control of such funds or prop-
erty to any person who is not bonded in 
accordance with the provisions of sec-
tion 502(a). 

(b) The legislative history of the Act 
indicates, however, that it was not the 
intent of Congress to make compliance 
with the bonding requirements of sec-
tion 502(a) a condition on the right of 
banks or other financial institutions to 
serve as the depository of the funds of 
labor organizations or trusts. Simi-
larly, it appears that the provisions of 
that section do not require the bonding 
of brokers or other independent con-
tractors who have contracted with 
labor organizations or trusts for the 
performance of functions which are 
normally not carried out by such labor 
organizations’ or trusts’ own officials 
or employees, such as the buying of se-
curities, the performance of other in-
vestment functions, or the transpor-
tation of funds by armored truck. 12

§ 453.23 Persons becoming subject to 
bonding requirements during fiscal 
year. 

Considering the purpose of section 
502, the language of the prohibition 
should be considered to apply to per-
sons who because of election, employ-
ment or change in duties begin to han-
dle funds or other property during the 
course of a particular fiscal year. 
Bonds should be secured for such per-
sons, in an amount based on the funds 
handled by their predecessors during 
the preceding fiscal year, before they 
are permitted to engage in any of the 
fund-handling activities referred to in 
the prohibition, unless coverage with 
respect to such persons is already pro-
vided by bonds in force meeting the re-
quirements of section 502(a).

§ 453.24 Payment of bonding costs. 

The Act does not prohibit payment of 
the cost of the bonds, required by sec-
tion 502(a), by labor organizations or 
by trusts in which a labor organization 
is interested. The decision whether 
such costs are to be borne by the labor 
organization or trust or by the bonded 
person is left to the duly authorized 
discretion and agreement of the parties 
concerned in each case.

§ 453.25 Effective date of the bonding 
requirement. 

While the bonding provision in sec-
tion 502(a) became effective on Sep-
tember 14, 1959, its requirement for ob-
taining bonds does not become applica-
ble to a labor organization or a trust in 
which a labor organization is inter-
ested, or to the personnel of any such 
organization, until the subsequent date 
when such organization’s next fiscal 
year begins. This is so because the Act 
requires each such bond to be fixed at 
the beginning of the organization’s fis-
cal year in an amount based on funds 
handled in the preceding fiscal year, 
and it could not well have been in-
tended that the obtaining of a bond 
would be necessary in advance of the 
time when it would be possible to meet 
this requirement.
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